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On Oct. 12, government officials announced the conclusion of an agreement with foreign
commercial bank creditors comprised of three options, none of which banks are obligated to adopt.
One debt-reduction option reduces the interest rate on existing loans to 6.75%. The current rate is
the LIBOR (London interbank offered rate, now around 8%), plus 13/16ths of a percentage point.
Montevideo will establish a fund to guarantee interest payments. Under the second debt-reduction
option, the government proposes to buy back existing loans at a discount. Bankers said Montevideo
is likely to offer a slightly higher price than current quotes in secondary markets. At present,
discounts vary between 45% and 51% of face value. The ceiling buy-back total approved the banks
under this option is $1 billion. Banks choosing the third option new credit would lend an amount
equal to 20% of outstanding loans. Loan terms would be 15 years, a seven-year grace period, and
annual interest at the LIBOR plus 1%. Uruguayan foreign debt totals $6.932 billion. Commercial
banks account for $1.8 billion. The lion's share of the debt about $6 billion was contracted during
military rule (1973-1985). According to unidentified Uruguayan officials cited by Spanish news
service, EFE, negotiations with banks on debt restructuring was long and difficult because of
Uruguay's nearly flawless record of making timely payments. The banks receive $400,000 per day in
interest. (Basic data from EFE, New York Times, 10/13/90)
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